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Washington State Healthcare Market

There are 549,535 men, women, and children in Washington State who have no health insurance
coverage.' Increases in state unemployment, rising health insurance premiums, and recent state
budget cuts have increased the number of uninsured individuals. Of those lacking health

insurance coverage, 75% are currently
employed but do not qualify to receive health
insurance benefits from their employer,
cannot afford coverage for themselves or
their families, or receive no benefits from
their employers.”

Employer and union-sponsored insurance
coverage dropped from 63.6 percent in 2000
to 61.8 percent in 2002 and individual
coverage dropped from 5.6 percent to 4.1
percent over the same time period.’ The
unemployment rate in Washington rose from
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5.4 percent in January 1999 to 8.0 percent in January of 2003, and the percentage of uninsured
Washington residents increased from 8.6 percent in 2000 to 9.4 percent in 2002.%

Average rates for private health insurance premiums have risen consistently. In the individual
health insurance market, premium increases ranged from 18.2 percent in 1999 to 23.7 percent in
2003. Small group market rates increased 8.1 percent in 1999, and continued to increase 16.6
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percent in 2003. The large group market
experienced similar rate hikes, as premiums
increased 9.88 percent in 2000 up to 19.1
percent in 2003°.

State budget cuts in 2002 eliminated three
state funded programs that left over 28,000
individuals without health coverage; 90
percent of which were children. Slots were
set aside in the Basic Health Program in
Washington State for those displaced by the
budget cuts, but only about half of those
displaced made the transition and fewer have
maintained their coverage since.




We all pay for the uninsured. As a result of such coverage gaps, cost shifting has occurred in
the public and private sector wherein the financial burden of these uninsured individuals has
been placed upon hospitals, medical care providers, public healthcare programs, and Washington
State citizens.” The uninsured continue to receive medical care through hospital charity care, free
care provided by doctors and practitioners, and community outreach clinics. A large portion of
the $318 million of uncompensated care consumed annually in Washington State is absorbed by
the private insurance system, and every covered person ultimately bears a part of this burden
through higher healthcare costs and insurance premiums.®

West Balance Regional Healthcare Market

In the West Balance Region, there are approximately 428,300 people.” Of those age 18 and
under, 10 percent lack health insurance, as do 16.2 percent of working age adults age 19 to 64."°
Over 51,000 individuals are uninsured, which equates to 12.2 percent of the West Balance
population that lack health insurance.''

West Balance Regional Data

Regional Uninsured Uninsured Total Uninsured

Population | |ndividuals (Age 0 | Individuals (Age 19 Ade 0 - 64

Region County (OFM -18) - 64) (Age 0 - 64)

Estimate
2002 Number | Percent | Number | Percent | Number | Percent
)
Clallam 64,900 7,595 11.7%
Cowlitz 94,400 11,518 12.2%
Grays Harbor 68,400 8,090 11.8%
Jefferson 26,600 2,935 11.0%
Klickitat 19,300 2,811 14.6%
’ 11,057 10.0% 40,036 16.2% ’

Lewis 70,200 ° ° 8,137 11.6%
Mason 49,800 5,747 11.5%
Pacific 21,000 2,504 11.9%
Skamania 9,900 1,283 13.0%
Wahkiakum 3,800 483 12.7%
Total 428,300 11,057 10.0% 40,036 16.2% 51,103 12.2%

Sources: State Population Survey 2002, Office of Financial Management, ESD, and 2002 Census

Of the $318 million of uncompensated care consumed annually in Washington State, West
Balance absorbs over $29 million of the state’s uncompensated care costs.'? West Balance
residents receive over $8 million in hospital charity care, and over $21 million in uncompensated
care due to bad debts and an inability to pay for services rendered by healthcare practitioners.'
As a result of such gaps in coverage for individuals, cost shifting has occurred as the financial
burden of the uncompensated care is placed upon hospitals, medical care providers, public
healthcare programs, and West Balance citizens who end up paying higher healthcare costs and
insurance premiums.



Cost of Providing for the Uninsured In the West Balance Region
Number Hospital Charity Care
of (Care received by West Uncorr]p_ensated_Care Total Uncompensated
Region County Uninsured | Bajance residents who | (Physician Services, Care
People cannot pay) Bad Debts, etc.)
(Age O -
64) Amount Percent Amount Percent Amount Percent
Clallam 7,595 $1,991,533 2.30% $3,207,426 1.38% $5,198,960 1.63%
Cowlitz 11,518 $1,322,798 1.53% $4,864,139 2.10% $6,186,937 1.94%
Grays
Hargor 8,090 $1,887,183 2.18% $3,416,469 1.47% $5,303,652 1.67%
Jefferson 2,935 $730,506 0.85% $1,239,473 0.53% $1,969,979 0.62%
Klickitat 2,811 $53,346 0.06% $1,187,107 0.51% $1,240,452 0.39%
Lewis 8,137 $1,256,836 1.45% $3,436,317 1.48% $4,693,153 1.47%
Mason 5,747 $623,708 0.72% $2,427,002 1.05% $3,050,710 0.96%
Pacific 2,504 $269,910 0.31% $1,057,458 0.46% $1,327,368 0.42%
Skamania 1,283 $17,580 0.02% $541,821 0.23% $559,401 0.18%
Wahkiakum 483 $46,701 0.05% $203,975 0.09% $250,675 0.08%
Total 51,103 $8,200,101 9.47% $21,581,187 | 9.30% | $29,781,287 | 9.36%

Sources: Department of Health data, CHARS, and Hospital Financials

How the Uninsured Effect You and Your Community

Every year, hospitals and medical care providers perform a number of “free” or reduced cost
services to people in the community. Some of the services are “free” due to bad debts and an
inability to pay on the part of individuals, and some are cases of charity care given to individuals
in need. Such care imposes significant costs and losses on hospitals, clinics, providers, and
citizens. Hospitals and providers can absorb only so much uncompensated and charity care and
remain financially viable. If a large percentage of services result in charity or uncompensated
care, the provider will ultimately face operating losses. This may result in shifting the costs onto
your premiums or decreasing your payment to other providers.

There are over 51,000 uninsured individuals in West Balance, and this portion of the
population is costing you money. This region provides over 3 percent of all hospital charity
care in Washington State, which equates to over $3 million of “free” care.'* The number of
hospitals, range of services and facilities, and the demographics of the region contribute to the
amount of charity care performed in West Balance. In addition, people from other counties and
states come to hospitals in the area to receive care, which greatly increases the patient base. All
of these factors ultimately place the financial burden of providing care on West Balance
residents. The combined costs of the uninsured, annual increases in health insurance premiums,
and rising numbers of working uninsured in Washington State indicate that action should be
taken to lessen the burdens that have been placed on citizens. See Appendix A to learn more
about the amount of hospital charity care provided in the West Balance Region.



What Can Be Done: Proposals to Alleviate the Effects of the Uninsured

Three proposals to stabilize the health insurance market and lower healthcare costs in the West
Balance Region and the State of Washington have been analyzed: Pooling Risk Reducing Cost
(PRRC), Washington Fair Share, and Care for Kids. A detailed explanation of each proposal is
available in Appendix B.

In order to reduce annual increases in health insurance premiums and save consumers money the
Pooling Risk Reducing Cost proposal was drafted. By reducing the risk assumed by insurance
companies, the average premium paid by health insurance consumers will decrease by $104
annually.'” Money from insurers can be used to fund state programs to provide compensated
healthcare to people in Washington State and achieve greater efficiency in the private health
insurance market. This will save consumers, hospitals, and medical care providers money by
reducing uncompensated care, the amount of charity care needed, and minimizing cost shifting
that results from an excess amount of free care provided to the public.

Proposal

Economic Impacts on the West Balance County Region of the Pooling Risk Reducing Cost

Increase in Reduction of Increase in
the Number of | Uninsured as Decrease in Costs to .
. . Medical
Region County Lives Insured a Percent of Consumers for Servi
ervices
(Employed Total Uncompensated Care R
g . evenues
Individuals) Uninsured
Clallam 327 4.3% $394,030 $410,109
Cowlitz 472 4.1% $464,943 $591,157
Grays
Harbor 331 4.1% $401,417 $414,038
Jefferson 141 4.8% $149,214 $176,111
Klickitat 92 3.3% $92,417 $115,640
Lewis 364 4.5% $353,646 $456,205
Mason 174 3.0% $229,150 $217,981
Pacific 102 4.1% $99,698 $127,307
Skamania 26 2.0% $41,652 $32,720
Wahkiakum 13 2.7% $18,812 $16,394
Total 2,042 4.0% $2,244,979 $2,557,662

Source: Office of Insurance Commissioner Pooling Risk Reducing Cost Model

Washington Fair Share mandates that large employers must provide health insurance to
employees who work 86 plus hours a month, so that working individuals and their dependents
have access to affordable healthcare. This proposal would affect the 75 percent of the uninsured
individuals that are employed but do not have healthcare benefits. Proponents of the program
argue that this proposal would level the playing field so that employers who currently provide
health insurance benefits to their employees would not be at a competitive disadvantage for
doing so. As a result of this program, Washington citizens will save over $29 million in costs for
the uninsured, and over 109,000 employees and their families will gain access to medical care
and insurance coverage.'®




Economic Impacts on the West Balance County Region of the Washington Fair Share Proposal

Reduction of

. . . Increase in
Increase in Uninsured as Decrease in Costs to Medical
Region County the Number of a Percent of Consumers for Servi
. ervices
Lives Insured Total Uncompensated Care R
. evenues
Uninsured
Clallam 339 4.50% $113,393 $468,069
Cowlitz 1,492 13.00% $498,650 $2,058,346
Grays
Harbor 856 10.60% $286,092 $1,180,941
Jefferson 229 7.80% $76,578 $316,101
Klickitat 86 3.10% $28,771 $118,762
Lewis 821 10.10% $274,545 $1,133,277
Mason 281 4.90% $93,850 $387,398
Pacific 162 6.40% $53,991 $222,866
Skamania 45 3.50% $15,122 $62,422
Wahkiakum NA NA NA NA
Total 4,311 8.4% $1,440,992 $5,948,182

Source: Office of Insurance Commissioner Washington Fair Share Model

Proponents of the proposal argue that Care for Kids will cover approximately 87,000 children in
Washington, and reduce uncompensated care by over $24 million. In the long run, the state’s
citizens will be healthier as they grow older because they will have received the proper
preventative care, and we all will save money by reducing the number of uninsured people in the
state. The aftermath of the 2002 state budget cuts left over 28,000 individuals without healthcare
coverage and over 90 percent were children.'” Reducing the number of uninsured children
through such a proposal will give all youth in our state the opportunity to live a healthy life,
while saving consumers millions in uncompensated care costs.

Economic Impacts on the West Balance County Region of the Care for Kids Proposal

Reduction of

. . . Increase in
Increase in Uninsured as Decrease in Costs to Medical
Region County the Number of a Percent of Consumers for Servi
. ervices
Lives Insured Total Uncompensated Care R
. evenues
Uninsured
Clallam 1,638 21.6% $463,100 $759,826
Cowlitz 2,610 22.7% $737,907 $1,210,711
Grays o
Harbor 1,771 21.9% $500,703 $821,521
Jefferson 603 20.5% $170,482 $279,716
Klickitat 605 21.5% $171,047 $280,644
Lewis 1,749 21.5% $494,483 $811,316
Mason 1,185 20.6% $335,027 $549,691
Pacific 522 20.8% $147,581 $242,142
Skamania 280 21.8% $79,162 $129,885
Wahkiakum 94 19.5% $26,576 $43,604
Total 11,057 21.6% $3,126,068 $5,129,056

Source: Office of Insurance Commissioner Care for Kids Model




Effects of the Combined Proposals

The proposals will reduce uncompensated care, charity care, cost shifting, save health insurance
consumers money, and further improve the health and well-being of all Washington State
residents.'® When combined, these three proposals can reduce the number of uninsured by
204,000 lives statewide, save providers and consumers over $77 million in costs for
uncompensated care, and increase revenues to medical services by $219 million in Washington

State.

In the West Balance region, the combination of these programs will reduce the number of
uninsured individuals in the region by over 23 percent. Over 12,000 people would gain insurance
coverage, which results in a decrease in costs to consumers for uncompensated care by over $4
million. In addition, the money saved through the Pooling Risk Reducing Cost, earned in
Washington Fair Share, and applied to Care for Kids could increase revenues in the West
Balance healthcare system by over $11 million. These proposals will greatly minimize the costs
of the uninsured on West Balance residents, and help slow rising insurance premium costs to
consumers. See Appendix C to view the effects of the three proposals on West Balance Regional

hospitals.

Washington Fair Share, and Care for Kids

Economic Impacts on the West Balance County Region of Pooling Risk Reducing Cost,

Reduction of

\ . . Increase in
Increase in Uninsured as Decrease in Costs to Medical
Region County the Number of a Percent of Consumers for Servi
. ervices
Lives Insured Total Uncompensated Care R
. evenues
Uninsured
Clallam 1,537 20.2% $588,300 $1,265,828
Cowlitz 3,287 28.5% $1,203,971 $3,242,506
Grays
Harbor 2,115 26.1% $780,496 $2,010,949
Jefferson 705 24.0% $269,854 $641,200
Klickitat 502 17.9% $184,842 $380,066
Lewis 2,118 26.0% $793,334 $2,005,192
Mason 1,118 19.5% $403,116 $904,704
Pacific 550 22.0% $206,366 $478,644
Skamania 220 17.2% $75,477 $162,932
Wahkiakum 69 14.3% $24,902 $41,598
Total 12,221 23.9% $4,530,658 $11,133,619

Source: Office of Insurance Commissioner Pooling Risk Reducing Cost, Washington Fair Share, and Care for Kids Models

Uninsured individuals cost everyone money. By having large employers contribute their fair
share through Washington Fair Share to provide health insurance for employees and their
families a large portion of the costs currently placed on consumers will be covered. Controlling
risk through the Pooling Risk Reducing Cost will reduce premiums for health insurance
consumers across the state. Care for Kids will ensure that the children in our state are given the
opportunity to live healthy and productive lives. All of these programs are complementary and in
the best interests of hospitals, employers, healthcare providers, and citizens throughout




Washington State. Each will infuse local economies with revenues from the increase of insured
individuals, and end up saving everyone money now and in the future.

To bring this information down to a community level, OIC has calculated the impact of the
uninsured in Washington State by county. These data are available on the OIC website at
WWW.Insurance.wa.gov.



Appendix A

West Balance Regional Regional Hospital Charity

Care
Charity Care
Provided
Hospital . Charity Care Based on
Locaption Rl L Prov)i,ded Average
Paid/Charge
Ratio
Forks Community
Hospital $137,699 $75,052
Olympic Medical
Center $643,039 $350,486
PeaceHealth St
John M.C. $2,218,850 $1,209,376
Grays Harbor
Comm Hosp $1,041,427 $567,626
Mark Reed
Hospital $69,350 $37,799
Jefferson General
Hosp $580,473 $316,385
Klickitat Valley
Hospital $11,623 $6,335
Skyline Hospital $30,449 $16,596
Morton General
Hospital $43,804 $23,875
Providence
Centralia Hosp $1,066,285 $581,175
Mason General
Hospital $166,611 $90,811
Ocean Beach
Hospital $46,781 $25,498
Willapa Harbor
Hospital $51,594 $28,121
West Balance Regional
Total $6,107,985 | $3,329,135
Sources: Department of Health & Hospital Financials




Appendix B

Pooling Risk Reducing Cost aims to reduce the number of uninsured individuals by restructuring
the private health insurance market to capture savings generated from the improvement of
efficiency in accessing and sharing risk among Washington State enrollees. Enactment of the
proposal would enable the sharing of extraordinary health risk above $25,000 across individual,
small group, large group, and Public Employees Benefits Board (PEBB) market segments. State
organized reinsurance would cover 75 percent of all costs over $25,000 for all insured state
residents. Improved risk sharing has the effect of reducing cost in the small group market which
helps stabilize this fragile sector. This reduction in risk translates to increases in market
efficiency, competition, and savings for consumers by reducing uncompensated care, increasing
healthcare providers’ revenues, and reducing average annual premiums. A portion of the realized
savings will be captured to provide premium assistance to low-income enrollees in the small
group market, and subsidize enrollee premium rates in the Washington State Health Insurance
Pool (WSHIP)."

Washington Fair Share would reduce the number of uninsured in Washington State by creating
conditions for fair market competition and reducing the burden placed on public health
assistance programs for the working uninsured. The program would require large employers with
50 plus employees who work 86 plus hours a month to provide health insurance for those
individuals or pay an equivalent health insurance fee. Employers would cover 80 percent of
healthcare costs, and employees would be responsible for 20 percent for themselves and their
dependents. Companies currently providing healthcare benefits to their employees would have
these fees reduced or eliminated. The fees collected from employers would be used to fund a fee-
based Basic Health Program (BHP) to insure those employees and their families who lack health
insurance. Employers would also be required to pay if their employees choose to stay in
Medicaid. Through such employer mandates, this program would decrease the cost to consumers
for uncompensated care, reduce the number of uninsured people, bring savings into the state
budget, and increase revenues to medical services. Requiring employers to offer health insurance
would also reduce the competitive advantage held by employers who do not offer healthcare
benefits to employees, and ensure that working families have affordable health insurance
coverage.

Care for Kids is a proposal that would provide health insurance for all children age 0 to 18 in
Washington State. The proposal would provide coverage for children who do not have health
insurance, cannot afford private insurance, and are not eligible for full public healthcare
coverage. The state would create and fund the program, which would cost $69 million. This
program would cover over 87,000 uninsured children statewide, reduce the cost to consumers of
uncompensated care, and raise revenues for healthcare providers in the state due to the increase
in those utilizing available services. The program would benefit all citizens by reducing future
state healthcare costs by identifying health problems and complications early.?'



Appendix C

Impacts of Proposals on West Balance Regional Hospitals
Pooling Risk Reducing Cost Washington Fair Share Care for Kids
Provider Provider Provider
Reduction in In?li‘;zr;:eby Reduction in Inzi‘;esr;:eby Reduction in In?;\:r;:eby
Charity Care Serving Newly Charity Care Serving Newly Charity Care Serving Newly
Insured People| Insured People Insured People|
Clallam Forks Community
Hospital $8,281 $23,876 $27,392 $100,289 $21,883 $23,373
Olympic Medical
Center $38,670 $168,133 $127,918 $706,237 $102,193 $164,591
Cowlitz PeaceHealth St
John M.C. $133,435 $371,953 $441,391 $1,562,377 $352,623 $364,118
Grays Harbor Grays Harbor
Comm Hospital $62,628 $135,794 $207,169 $570,397 $165,505 $132,933
Mark Reed
Hospital $4,171 $9,153 $13,796 $38,446 $11,021 $8,960
Jefferson Jefferson General
Hospital $34,908 $61,135 $115,472 $256,797 $92,250 $59,847
Klickitat Klickitat Valley
Hospital $699 $19,535 $2,312 $82,055 $1,847 $19,123
Skyline Hospital $1,831 $18,847 $6,057 $79,164 $4,839 $18,450
Lewis Morton General
Hospital $2,634 $19,520 $8,714 $81,994 $6,961 $19,109
Providence
Centralia Hospital | g64 123 $141,361 $212,114 $593,785 $169,456 $138,384
Mason Mason General
Hospital $10,019 $68,073 $33,144 $285,939 $26,478 $66,639
Pacific Ocean Beach
Hospital $2,813 $23,632 $9,306 $99,268 $7,435 $23,135
Willapa Harbor
Hospital $3,103 $17,420 $10,263 $73,174 $8,199 $17,054
West Balance Regional $367,315 | $1,078,432 | $1,215,048 | $4,529,922 | $970,690 | $1,055,716
Sources: Department of Health & Hospital Financials
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